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New England Cities — Springfield, Mass. 


Study Shows That Rich Markets Flourish 
In Densely Populated New England 


NALYSIS of latest available data indicates 

that New England, with its heavy concen- 
tration of population and industry, is providing a 
rich market for producers of both consumer and 
industrial goods. 

The region has a larger relative share than the 
rest of the nation in many of the things that go to 
make up a profitable market. Per capita retail 
sales exceed the national 


but two (wholesale sales and the value of farm 
products) New England accounts for a larger per- 
centage of the United States total than it does in 
terms of population. The reason for the relatively 
lower position in wholesale sales is the concen- 
tration of this type of activity in New York City, 
which accounts for 23 per cent of the United States 
total. A low percentage in value of farm products 
would be expected in a 





average, amply demon- 
strating New England's 
position as a consumer 
market. Its place among 
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region that is predom- 
inantly industrial such 
as New England. 

From 1940 to 1947 
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the industrial markets 
of the nation is estab- 
lished by its many indus- 
tries which make heavy 
purchases of imported 
raw materials. 

Factors which con- 
tribute to the stature of 
New England as a mar- 
ket for goods and ser- 
vices of all kinds are: the 
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high standard of living 
enjoyed by its residents, 
the large number of 





Sources: U. S. Dept. of Commerce, Bureau of the Census. in 
. Dept. of Commerce, National Income Division. 
Sales Management, May 10, 1947 


1940 were in rela- 
tively high-wage sec- 
ondary and tertiary oc- 








sales outlets per square 
mile and the prosperous and well diversified in- 
dustry of the area which spent more than twobillion 
dollars in 1939 for materials and supplies. 

New England's population and its manufac- 
turing industries are concentrated mainly in the 
three southern states and this part of the region has 
often been referred to as ‘Industrial New Eng- 
land’’. The three northern states, Maine, New 
Hampshire, and Vermont, depend heavily upon 
farming, forest industries, and recreation for their 
incomes although they have a substantial manu- 
facturing industry. The relative national im- 
portance of New England and its southern and 
northern divisions from a marketing standpoint 
are shown by the data in the accompanying table. 

The richness of all New England as a market is 
shown by the fact that for every item in the table 


cupations, as compared 
with 81 per cent for the United States. 

Because New England is deficient in native raw 
materials, the region's manufacturing industries 
provide great consuming markets for the raw or 
semi-finished products of other sections of the 
country. The nation’s principal wool market 
(handling over 75 per cent of the nation’s imported 
raw wool), as well as the leading hide and leather 
market of the United States, is in New England. 
New England textile mills consumed over nine per 
cent of the American cotton crop in 1944-45. The 
region is also a large user of iron, steel, and non- 
ferrous metals. 

Although the value of agricultural products 
marketed by New England farmers in 1946 amounted 
to $566 million, the region is highly dependent 
upon outside sources of supply for food. Hence, 














THE NEW ENGLAND MARKET 
Per Capita-1946 


























Southern Northern 
United States New England New England New England 
—_ $1056 
593 
669 





zy: 

ie 

951 
pers 


it provides a wide and diversified market for both 
domestic and foreign produced foodstuffs. 

The fact that nondurable goods industries such 
as shoes, textiles, and food products predominate 
in the part of industrial New England east of 
Worcester is not purely accidental. It has re- 
sulted largely from the advantages of a tidewater 
location for these types of industry, which con- 
sume large quantities of heavy, bulky, raw ma- 
terials most economically moved by water. Lo- 
cation near a good seaport is also important for 
industries that use imported raw materials, as well 
as those competing in foreign markets. In Wor- 
cester and the western part of southern New 
England durable goods such as firearms, machine 
tools, cutlery, hardware, clocks, sewing ma- 
chines, and typewriters predominate. 

As an industrial market New England possesses 
over 16,000 manufacturing establishments, com- 
prising 8.8 per cent of all those in the United 

















States. These factories in 1939 produced nearly 
$5 billion worth of goods, or 8.6 per cent of United 
States output, and consumed $2.3 billion worth of 
materials, which was 7.7 per cent of the nation’s 
total consumption. 

The manufacturing industries of New England 
are well diversified and cover over 85 per cent of 
the 447 industrial classifications used in the 1939 
Census of Manufactures. The 10 largest indus- 
tries in the area, based on value of product in 1939, 
were: (1) woolen and worsted goods, (2) foot- 
wear, (3) cotton manufactures, (4) paper and 
paperboard mills, (5) nonferrous metals (alloying 
and rolling), (6) apparel, (7) bakery products, 
(8) silk and rayon goods, (9) machine tools and 
metalworking machinery accessories, and (10) 
electrical generating apparatus. 

In 1939 two-thirds of the total value of goods 
manufactured in New England was nondurable 
goods and one-third was durable goods. No ac- 
curate data are available since 1939, but estimates, 
based on employment samples, indicate that the 
1939 relationships were approximately reversed 
during the war and that by 1946 nondurable goods 
output had recovered to the point where it rep- 
resented 55 per cent and durable goods 45 per cent 
of total value of manufactured products. The 
maintenance of a higher relative volume of dur- 
able goods output thus far in the postwar period 
is owing to the current high level of income, the 
tremendous volume of deferred demand for durable 
goods which resulted from wartime restrictions on 
output, and the continuation of relatively high 
Government purchases of goods and services for 
war which for the nation amounted to 10.5 per 
cent of total dollar value gross national product 
in 1946, compared with 2.2 per cent in 1940. 

An accompanying chart shows 17 important in- 
dustries wherein New England's share of the 
national output is large. hese industries, and 
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many others not shown in the diagram, produce 
more goods than the region itself can consume and 
the sale of these “‘surplus’’ goods outside the: re- 
gion provides part of the funds for the purchase of 
other commodities consumed here which are not 
available from local sources. 


Wholesale Trade in New England 

Wholesale sales in New England in 1946 
amounted to approximately $7.5 billion, or 5.7 
per cent of the national total, according to Sales 
Management magazine. Wholesale sales in New 
England for the first 10 months of 1947 were 15 
per cent above a year ago, according to estimates 
of the U. S. Bureau of the Census. This compared 
with an increase of 21 per cent for the United 
States as a whole. In New England 10 kinds of 
wholesale business showed increases during the 
period, which ranged from two per cent for con- 
fectionery to 65 per cent for the electrical group. 
Fresh fruits and vegetables showed the greatest 
decline, amounting to 15 per cent. 

In 1939, which is the latest year covered by the 
Census, Boston was the third largest city in the 
United States in its volume of wholesale business 
and was exceeded only by New York and Chicago 
in this respect, although it rated only ninth in 
terms of its population. 

Because it is preeminently an urban area with 
high population density and because its per capita 
income and wealth stand well above the national 
averages, New England's retail sales in 1946 
averaged $784 per capita, compared with a na- 
tional average of $690. It is estimated that total 
1946 retail sales in New England were $7.0 billion,! 
or more than double the 1939 Census figure of 
$3.3 billion.? 


A Rich Consumer Market 

Consumer markets are broadly defined as people 
with the ability and inclination to buy. In 1940 
there was, on the average, 133.5 persons and 1.93 
retail stores per square mile in New England, 
compared with 44.2 persons and .59 stores per 
square mile in the United States. The contrast 
between southern and northern New England is 
even more marked, with the three southern states 
showing an average of 486.1 persons and 7.28 
stores per square mile and northern New England 
showing ratios of 34.4 persons and .53 stores per 
square mile. 

Southern New England, because its purchasing 
power is exceptionally high (see chart) and its 
population highly concentrated,*® is the nation’s 
richest consumer goods market per square mile. 
The high concentration of population and of retail 
outlets in southern New England are factors which 
favor low-cost, efficient distribution in this area. 
The differences in per capita income, retail sales 
per capita, wholesale sales per capita, and demand 
deposits per capita for the United States, New 


1 Sales Management, May 10, 1947. 

2U. S. Census of Business, 1939, Vol. I, Part I. 

3 In 1940 — U. S. — 44.2 persons per square mile 
NE 


. E. — 133.5 persons per square mile 
Southern N. E. — 486.1 persons per square mile. 
Northern N. E. — 34.4 persons per square mile. 
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MIGRATION OF VETERANS INTO N.E. 


This note supplements the article on population 
changes in New England, which appeared in the 
Montuiy Review of August 1947. 


STIMATES of World War II veterans by 

State of pre-service residence and residence 
in April 1947 indicate that New England had a 
net increase of 4.7 per cent, the largest net gain 
of any region except the Pacific Coast region 
which had a net gain of 6.5 per cent (owing 
almost entirely to the 8.9 per cent gain in Cali- 
fornia). Rhode Island, with a net gain of 16.9 
per cent in veterans, led all states in the nation. 
Connecticut, with a net increase of nine per 
cent, had the third largest net gain in veterans 
among all of the states. Massachusetts and 
New Hampshire experienced a net gain of 4.5 
per cent and 1.5 per cent, respectively, while 
Maine and Vermont kad a net decrease of 8.1 
per cent and 9.5 per cent, respectively. 

Regions experiencing net decreases in resi- 
dence of veterans include the South, West- 
North-Central, South Atlantic, East-South- 
Central, West-South-Central, and the Mountain 
regions. 

These estimates would suggest that veterans 
chose states in the Northeastern region and 
Pacific Coast as places in which they would 
prefer to reside for economic andor other 
reasons. 











England, and its two main divisions are shown in 

the accompanying chart. 

The following population facts are particularly 
significant from the standpoint of marketing: 

1. Over 9.3 million, or 6.5 per cent of the total 
United States consuming population, were 
living in New England in July 1947. 

2. Urban buying habits predominate over the 
rural in New England. Almost one-half of 
New England’s inhabitants live in cities hav- 
ing more than 25,000 in population. The 
dividing line for the country as a whole in 
1940 was the 5,000-10,000 city size group. 

3. People 20 to 50 years of age, comprising 45 
per cent of the total population in New 
England, as well as in the nation, provide 
the chief market for homes, furniture and 
household equipment, automobiles, and 
many other types of durable consumer goods. 
How the Retail Sales Dollar Is Spent 

In 1939, the latest year for which Census data 
are available, the largest slice (28 cents) of New 
England's retail sales dollar was spent in food 
stores. This does not include the expenditures 
made in eating and drinking places which took 
eight cents of the retail dollar. 

No striking differences from the United States 
pattern of retail distribution are evident. More 
of New England's retail sales dollar goes for food 
and clothing than does the country’s dollar. Prob- 
ably because population densities are great, auto- 
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mobiles, auto parts and repair work, and gasoline 
soak up a relatively lower share of expenditures in 
the region than in the nation. Sales volume in 
drug stores and eating and drinking places in New 
England was relatively lower than for the nation 
as a whole. 

Rather pronounced buying differences between 
New England's industrial south and her predom- 
inantly agricultural north are apparent. General 
merchandise, clothing, furniture, and restaurants 
absorb a larger proportion of the retail sales dollar 
in Massachusetts, Rhode Island, and Connecticut 
than they do in the other three states. On the 
other hand, Maine, Vermont, and New Hamp- 
shire spend relatively more money on automobiles 
and automotive parts, gasoline, hardware, and 
building materials. 

Reasons for these differences in buying include 
differences in living habits, climate, population 
densities, per capita income, and type of principal 
occupation. For example, relatively larger ex- 
penditures on automotive products in the agri- 
cultural north may be accounted for partly by 
tourist travel and partly by lower population 
densities. Urbanization and high average income 
in the three southern New England states explains 
the emphasis on restaurants and luxury items. 


Where Are the Retail Sales Dollars Spent? 


How much more do people buy in larger than in 
smaller cities? A gauge used to measure purchas- 
ing in cities not comparable in size is the average 
volume of purchasing per resident. Data derived 
from the 1939 Census can be split according to city 
size groups and divided by population. 

This region stands far above the country gen- 
erally in per capita retail sales. New England's 
superiority holds for every population density 
group except the 30,000-99,999 classification. 





NEW ENGLAND'S SHARE OF NATIONAL PRODUCTION 
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Rubber Footwear 
Woolen ond Worsted Goods 
Hots, Felt | 
Textile Machinery 
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Clocks and Watches | | | 
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Ophthalmic Goods | 
| | | | 
Electrical Measuring instruments | 


Paper-mill Machinery | 
| | | 
Electrical Appliances | | 
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Comparing the two piles of coins in the chart on 
page 5 will reveal New England's per capita sales 
advantage over the nation. 

Looking strictly at the New England picture, per 
capita sales made by far the best showing in the 
largest city size group (over 100,000 people). From 
there the dollar sales figure descends in a sliding 
scale as population decreases. The same may be 
said for retail sales per store. Stores in the largest 
New England cities Cover 100,000 population) 
typically sell 62 per cent more merchandise per 
inhabitant than do stores in the smallest towns, 
those that have less than 30,000 population. 

Why are per capita sales figures higher in the 
more densely populated areas? Partly, the ex- 
planation is that people living in bigger cities 
have larger incomes and more money to spend. 
Consumers from contiguous areas help to augment 
sales in the metropolitan districts. The divisor 
used in computing per capita data is the number of 
resident persons. Thus, if many people who do 
not live in the community buy goods or services 
there, the sales figure per resident is pushed up 
in direct proportion. 


Spending and Saving 

During the war, when many kinds of goods were 
not freely available, people spent less out of their 
rising incomes and saved more. Lately, the re- 
verse has been true. Since VJ-day the rise in 
spending has been greater than the rise in incomes, 
and the rate of savings has declined. 

Consumers generally have returned to approxi- 
mately the prewar ratio of consumer expenditures 
to incomes, and it is reasonable to assume that 
New England consumers have behaved in about 
the same way. Savings were averaging about six 
per cent of consumers’ disposable incomes (i.e., 
income after direct taxes) in the third quarter of 
1947, compared with five per cent in 1935-39 and 
around 20 per cent during a large part of the 
wartime period. 

Surveys conducted by the Federal Reserve Board 
on holdings of liquid assets held by individuals 
reveal that the pattern of these holdings has not 
changed materially over the past couple of years. 
On the whole, savings held by individuals are still 
rising. However, despite this increase in total 
liquid assets held by individuals, it is evident that 
incomes of a great many people have not kept up 
with price rises and that in many cases families 
have had to draw upon their savings for current 
living expenses. 


New England’s Retail Sales Outlook 

To throw light on expenditure trends, con- 
sumers’ spending patterns in prewar (1940), war 
(1944), and postwar (1946) may be set side by side. 
How do these three patterns compare with one 
another? To what extent has consumption within 
the past year or two moved away from distorted 
wartime patterns back to prewar habits? Answers 
to these questions yield certain clues about what 
spending changes may be expected in the future. 
Information on expenditure patterns is available 
only on a national basis, but changes in regional 
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spending habits would be expected to correspond 
roughly with those occurring in the nation. 
Consumers’ dollar expenditures on all items have 


doubled between 1940 and 1946.1 Very significant 
changes have occurred in the pattern of con- 
sumer expenditures on food, rent, and clothing. 


Largest Outlays on Food 

The greatest proportionate spending rise has 
been in food. Food absorbed 31.3 per cent of con- 
sumers’ outlays in 1940, 37.7 per cent in 1944, and 
38.3 per cent in 1946. The proportion spent on 
clothing, too, continues to remain substantially 
above prewar. The relative share going into rent 
has been cut; it absorbed 13 per cent of the con- 
sumer’s dollar in 1940, 11 per cent in 1944, and 
only 9 per cent in 1946. Spending on household 
operation, medical care, and transportation is 
down slightly, while recreation is up in the struc- 
ture of consumers’ outlays. 

Several factors contributed to rising wartime 
food outlays. They include shifts in distribution 
of income among families and individuals, ab- 
normally high food prices, and the wartime ab- 
sence of competing goods for the consumer's 
dollar. Food has continued to absorb more of the 
consumer's dollar since VJ-day because of the larger 
rise in food prices relative to the change in con- 
sumer income. 

Future Selling Activity 

Thus the pattern of retail sales since VJ-day has 
shifted away both from the war and prewar struc- 
ture. The key to future selling activity depends 
partly upon answers to two questions: 

1. Are over-all consumption outlays going to 
remain at or close to high 1946-47 levels? The 
answer to this question will be determined pri- 
marily by the general level of business activity and 
income throughout the nation. Keeping New 
England a prosperous market will depend upon 
Maintaining a prosperous nation. During the war 


INATIONAL INCOME, Supplement to Survey of Current Business, July 1947 
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the pattern of consumer income was shifted; a 
larger proportion of the total income went to fam- 
ilies and individuals in the lower income groups 
who characteristically spend a higher proportion 
of their income. The high level of liquid asset 
holdings may also tend to encourage expenditure 
of a larger proportion of income than formerly 
because more people have already set aside their 
“rainy day’’ savings. The ratio of consumer ex- 
penditure to total disposable income has been rising 
and now approaches the 1935~39 rate of 95 per cent. 

2. Will the prewar spending pattern return? The 
answer to this question will depend upon the level 
and distribution of income, the relative avail- 
ability of other types of consumer goods and their 
prices. Assuming that the level and the distribu- 
tion of consumer income remains about the same, 
a decrease in food prices can be expected to result 
in a larger expenditure on other types of goods. 
Increases in rents, following removal of rent con- 
trols, are likely to absorb a considerable proportion 
of the amounts saved by virtue of lower food 
prices. The effect of lower food prices and higher 
rents will be to shift the consumption pattern back 
toward its prewar distribution. 
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N.E. Farm Mortgage Loans Exceed $9 Million 


The material in this article is based on the Survey of Farm Loans at member banks conducted by the 
Federal Reserve System. This phase of the survey covers ‘real estate loans secured by farm land’’. The 
100 reporting banks furnished data on each farm real estate loan outstanding on June 20, 1947. 


EMBER banks in New England had more 

than $9 million of farm mortgage loans on 
their books as of June 20, 1947. This volume repre- 
sented 3,700 loans which averaged $2,442 each in 
amount outstanding. 

Farm real estate loans currently are not an im- 
portant part of total loans of district member banks, 
amounting to less than one per cent of the total. 
They occupy, however, a significant position in the 
portfolios of many of the smaller banks, partic- 
ularly banks with deposits of $10 million or less. 

During and since the war high farm incomes have 
enabled farmers to pay down or retire much of 
the prewar mortgage debt. Many farmers in New 
England, as elsewhere, however, have increased or 
incurred new borrowings, and the volume of new 
debt written has been sizable within the past two 
years. Sixty-four per cent of the amount of farm 
mortgages held as of June 20, 1947, by New England 
member banks was made in the 18-month interval 
from January 1, 1946, to June 20, 1947. It should 
be noted that with the current advanced levels 
of farm land values, thoughtful appraisal of each 
loan is necessary if protection is to be had against 


probable future declines in farm commodity prices . 


and land values. The relatively small amount of 
debt held by the banks currently and improved 
servicing techniques for mortgages, however, may 
be considered as elements of strength which have 
not characterized other periods of inflated farm 
prices and land values. 


Size of Loans 

The typical loan outstanding at district banks 
was small in size* (averaged about $2,400), was 
payable on demand, covered less than 140 acres, 
and required instalment repayment. Almost 50 per 
cent of the number and 14 per cent of the amount 
of the loans were less than $1,500 in size, while 
90 per cent of the number and 60 per cent of the 


*References to loan size are based upon amounts out tanding unless otherwise indicated, 





























amount involved sums of less than $5,000. One out 
of every 10 loans was for an amount over $5,000 
and these accounted for 40 per cent of the amount 
loaned. The preponderance of small loans reflects 
the fact that most of the properties purchased 
were relatively small in acreage and supported 
dairy, poultry, fruit or truck operations, or various 
combinations of these operations. 


Purpose of Loans 


Almost 41 per cent of the number and 33 per cent 
of the amount of the mortgage loans were made for 
farms having under 70 acres in area. About a third 
of the number and a quarter of the amount of the 
loans were for farms having between 70 and 140 
acres and the balance had 140 acres or more. The 
average size of the loan outstanding where the 
farm was under 10 acres was about the same as for 
loans for tracts of 30 to 140 acres. In part the ex- 
planation is found in the concentration of poultry, 
truck, and fruit operations on farms of small size. 
These farms almost always have a higher value per 
acre than most other types. The large number of 
loans on small properties possibly indicates that 
imany established operators were purchasing prop- 
erty to round out holdings, as well as the purchase 
of small farms by new operators. Census reports 
lend support to these facts in that they show a de- 
cline in the number and an increase in the size of 
the farm unit over a period of time in the New Eng- 
land area. 

Most frequently the loans were used to purchase 
land already mortgaged, and loans for this purpose 
accounted for 62 per cent of the total. About 17 
per cent of the amount went toward the purchase 
of machinery and to pay debts and production ex- 
penses, while only nine per cent of the money bor- 
rowed was used for building or repairs. Loans for 
the purchase of land averaged about $2,700 in size, 
some $800 larger than those used for building and 
repair purposes but about the same size as those for 
other purposes. It is interesting to note that over 


sae «C0 per cent of the mortgage loans went to dairy 
MEMBER BANK FARM REAL ESTATE LOANS | operators, who produce about 30 per cent of New 
OUTSTANDING JUNE 20, 1947 England cash farm income, in contrast to seven per 
DISTRICT I* cent loaned to poultry operators who return one- 
By Tepe of facm quarter of the cash farm income of the area. The 
remainder was distributed largely among potato, 
TYPE OF FARM ie (hee) fruit, truck, and livestock operations. 
Rare neon eek | Ker Loans by Size of Banks 
and eggs...... 297 7 : : 
1 Pita eac ins o8 23 69 The greater proportion of mortgage loans was 
Ce a | 4 at made by banks with $10 million or less of deposits. 
gece aera ele a ‘ay on Banks with deposits of between $2 and $10 million 
ce 194 443 held almost 58 per cent of the amount of the mort- 
eee oe ts eh gages and 62 per cent of the number. Loan size 
ba ide a 3695 9,024 averaged about $2,300 in this group of banks. 
: ‘ e Banks with deposits over $10 million accounted for 
*Estimated on basis of banks covered by the survey. 29 per cent of the amount loaned and 21 per cent 
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DISTRIBUTION AND INTEREST RATES 
MEMBER BANK FARM REAL ESTATE LOANS 
DISTRICT | 


By Size of Outstanding Balances—June 20, 1947 
































SIZE OF LOAN Per Cent Distribution home 
(Dollars) Number Volume Rate* 
Under 500 16.7% 2.0% 5.5% 
5 999 16.9 49 5.4 
1,000- 1,499 13.6 6.7 5.3 
1/500- 21499 20.2 15.7 5.1 
2'500- 4.999 21:1 30,4 48 
5,000- 9,999 91 24.5 46 
10,000-24:999 2.3 12.7 45 
25,000-49,999 4 9 42 
50,000 and over * 22 4.0 
ce 100% 100°; 48% 








*Based on volume. **Less than .05°%. 











of the number of loans. The smallest banks, those 
with deposits of less than $2 million, held 13 per 
cent of the amount and 17 per cent of the number 
of loans. The size of the units on which loans were 
made tended to increase with the size of the bank, 
as did the average size of the loan. Average loan 
size ranged from $1,815 at banks with deposits of 
less than $2 million to $3,385 at banks with deposits 
more than $10 million. 


Rates of Interest 


The data on rates of interest charged on farm 
mortgages emphasized the relatively narrow spread 
in the rates asked farmers by member banks in the 
different parts of the district. All farm real estate 
loans outstanding, with insignificant exceptions, 
were made at rates between four and six per cent 
and this range was reported by each bank in 
the various size groups. 

The size of the lending banks does not seem 
to occupy the same importance as a factor in rate 
variation in farm mortgage lending as is true in the 
commercial and industrial loan fields. Variation is 
more likely to be attributed to the size of the loan, 
financial history of the borrower, and competition 
between lending agencies. 

A rate of five per cent was charged more fre- 
quently than any other on mortgage loans. When 
loans are separated by size of lending banks, it 
is shown that this rate was widely used by both 
small and large banks. Increased concentration of 
lending at rates of five and six per cent is more 
noticeable at banks with deposits of less than $10 
million than with the banks holding over $10 mil- 
lion of deposits. Some 60 per cent of the funds 
loaned at the smaller banks carried a five per cent 
rate and about 12 per cent of the funds six per cent. 
Four per cent is another rate at which loans tended 
to concentrate, the occurrence of this being highest 
at banks with deposits above $10 million where 55 
per cent of the amount loaned bore this rate. Only 
about one-quarter of the amount loaned at the 
smaller banks carried a four per cent rate. 

For broad-size groups of loans the market appears 
to have established a rate pattern which declines as 
the size of the loan increases. The average size 
of loans made at six per cent in the larger banks was 
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$1,000; at five per cent, $2,600; and for loans at four 


per cent, $6,000. At the smaller banks, loan size 
ranged from $1,000 at six per cent to between 
$3,000 and $4,000 at four per cent. The differences 
in the average rates charged by the groups of banks 
reflect primarily the difference in the size and kind 
of their farm customers and the size composition of 
loan portfolios. 

Interest rates were somewhat higher for short- 
term maturities than for farm mortgage loans hav- 
ing longer than five years’ maturity. These differ- 
ences in average rates also reflect the size of loan 
since larger loans tended to have longer maturities. 

Rates on farm mortgage lending in this district 
have shown relatively little change over the years. 
The average rate on total amounts loaned was about 
5.4 per cent before 1920 and stands at 4.7 in 1947. 
Rates on loans of less than $1,500 have declined 
less than rates on loans above that amount. 


Maturity of Loans 


Over 60 per cent of the number and amount of 
farm mortgage loans outstanding called for repay- 
ment within one year after the loan was made or at 
demand by the bank, and about one-third of the 
amount and 28 per cent of the number provided for 
repayment after five vears. Some tendency was ex- 
hibited for the larger loans to have longer matur- 
ities. Most of the loans with maturities over five 
years were twice the average size of those with 
maturities under one year. A characteristic which 
distinguishes commercial bank farm lending from 
that of other lenders is the concentration of both 
number and amount of farm mortgages in the 
shorter maturities. 


Method of Repayment 


Over two-thirds of the number and about three- 
quarters of the amount of mortgage loans outstand- 
ing required repayment in instalments. Loans with 
the longer maturities were most likely to be repaid 
in instalments. It should be noted, however, that 
about two-thirds of the outstanding amount, as 
well as number, of demand loans called for instal- 
ment repayment and thus bore a striking resem- 
blance to long-term loans. In fact, most of the de- 
mand loans probably have rather long periods to 
run in practice. 

Some increase in the number of morgtages of all 
maturities carrying instalment repayment has oc- 
curred in the past 10 years. Of the mortgages out- 
standing in 1947 about 73 per cent of the amount 
and two-thirds of the number contained this pro- 
vision, an appreciably higher percentage than was 
true for those mortgages written between 1930 and 
1940 which are still outstanding. The smaller 
loans were characteristically single payment in 
type and the great bulk of loans for $1,500 or less 
called for lump sum repayment. Since 1940, how- 
ever, single payment loans have been reduced by 
substantially the same proportion as mortgages 
carrying standard instalment repayment provisions. 
Whether this practice would be carried out in 
periods of relatively low farm income is doubtful. 


FEDERAL RESERVE BANK OF BOSTON 7 














‘Ve 











INDUSTRIAL PRODUCTION 





1935-39100 




















SOURCE: FEDERAL RESERVE BOARD 


sow ae 
421943 


1939- 1940 1941 
he national index of industrial production, adjusted fot 
seasonal variations, recovered further in October to 189 pet 
cent of the 1935-1939 base level, just short of the postwar 
peak of March 1947. The production of both durable and 
nondurable goods shared in this advance. 
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After a sharp advance during the summer months, the Massa- 
chusetts retail price index leveled off somewhat during Octo- 
ber and November because of some decreases in food prices 
from earlier peaks. Other components of the cost of living 
continued to advance. 


SALES COMPARISONS—CHRISTMAS BUSINESS 


Department Stores and Apparel Shops 
City of Boston 


Per Cent 
Change 
+ 1.4% 
+ 9.4 


1947 Compared with 1946 


Friday, November 29 
. Saturday, November 30 


Friday, November 28 
Saturday, November 29... 


.Monday, December 2 
Tuesday, December 3 
. Wednesday, December 4 


Monday, December1...... 
Tuesday, December 2 
Wednesday, December3.... 
Thursday, December 4...... . Thursday, December 5 
Friday, December 5 Friday, December 6 
Saturday, December 6. . ... . Saturday, December 7 


+10.0 
+ 68 
+18 
+ 2.7 
~ 22 
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Monday, December 8 Monday, December 9 
Tuesday, December 9 Tuesday, December 10 
Wednesday, December 10 ... Wednesday, December 11 . . . 
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Saturday, December 13 Saturday, December 14 
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AVERAGE INTEREST RATES — FARM REAL ESTATE LOANS 
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TOTAL. OVER 10 MILLION 2-10 MILLION 


SIZE OF BANK (Total Deposits) 


UNDER 2 MILLION 


Rates ranged 4-6 per cent at member banks regardless of size 
of bank. Lower average rates charged by banks with depos- 
its of $10 million or over may be partly explained by the 
larger volume of loans at 4 per cent made in many instances 
to meet competition with other lending agencies 
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Size of the lending bank is not as important in the determi- 
nation of interest rates as size of the loan and the financial 
history of the borrower. Average rates tended to be some- 
what higher for borrowers with relatively low net worth. 
Rates generally exhibited a narrow spread. 
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